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(INCORPORATED UNDER THE LAWS OF THE PROVINCE OF ALBERTA, CANADA) 


Notice of Annual General Meeting of Shareholders 


November 1, 1985 


To: The Shareholders of 
Clearport Petroleums Ltd. 


NOTICE is hereby given that the Annual General Meeting of 
Shareholders of Clearport Petroleums Ltd. (hereinafter called 
“the Company’’) will be held at the offices of the Company at 
522, 550 - 6th Avenue S.W., in the City of Calgary, Province of 
Alberta, on Friday, the 1st day of November, 1985 A.D., at 10:00 
o’clock a.m. (Mountain Standard Time), for the following 
purposes: 


1. To receive and consider the Report of the Directors, 
the financial statement of the Company to June 30, 
1985 and the auditors’ report thereon. 


2. To elect directors of the Company for the ensuing 
year and until their successors shall be duly elected 
and qualified. 


3. To appoint Miller, McClelland & Co. as Auditors of 
the Company. 


4. To hold annual meeting of Clearport Petroleums Inc., 
which is the United States wholly-owned subsidiary 
of Clearport Petroleums Ltd. 


5. To transact such other business as may properly 
come before the meeting or any adjournment 
thereof. 


The share transfer books of the Company will not be closed, 
but in lieu thereof, the Board of Directors has fixed the close of 
business on the 30th day of September, 1985 as the record date 
for the determination of shareholders who are entitled to 
notice of and to vote either in person or by proxy at the Annual 
General Meeting or at any adjournment or adjournments 
thereof. 


Shareholders who do not expect to attend the Meeting in per- 
son are urged to fill in, sign, date and return the enclosed 
Proxy in the enclosed envelope. The Proxy must be deposited 
at the office of Guaranty Trust Company of Canada, 401 - 9th 
Avenue South West, Calgary, Alberta, not less than 48 hours 
before the time for holding the meeting. 


DATED at Calgary, Alberta, Canada, this 18th day of October, 
A.D. 1985. 


BY ORDER OF THE BOARD OF DIRECTORS 


Robert M. Ross, 


President 
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CLEARPORT PE 


(INCORPORATED UNDER THE LAWS OF THE PROVINCE OF ALBERTA, CANADA) 


Annual General Meeting of Shareholders 


November 1, 1985 


PROXY STATEMENT AND INFORMATION CIRCULAR 


Management of Clearport Petroleums Ltd. (the 
“Company” solicits the enclosed Proxy for use at the 1985 
Annual General Meeting of Shareholders of the Company to 
be held at the offices of the Company at 522, 550 - 6th Avenue 
S.W., in the City of Calgary, Province of Alberta, Canada, at 
10:00 o’clock a.m. (Mountain Standard Time) on November 
1st, 1985 and at any adjournments thereof for the purposes set 
forth in the Proxy. Shareholders may revoke their proxy at any 
time prior to the exercise thereof. A proxy, when executed and 
not so revoked, will be voted in accordance with the instruc- 
tions thereon. 


Solicitation of proxies will be primarily by mail but may 
also be by telephone, telegraph or oral communications by the 
directors, officers and regular employees of the Company, at 
no additional compensation. The cost of soliciting proxies will 
be borne by the Company. 


VOTING SHARES AND PRINCIPAL HOLDERS THEREOF 


Holders of the Company’s common shares of record at 
the close of business on September 30, 1985 will be entitled to 
notice of and to vote one vote per share on all matters placed 
before the Meeting. Two or more shareholders personally 


present who were shareholders as at September 30, 1985 will 
constitute a quorum. Shareholders are not entitled to cumu- 
late their votes in the election of directors. On September 29, 
1985 there were 1,888,103 shares of the Company’s common 
shares without nominal or par value outstanding. To the know- 
ledge of the directors and senior officers of the Company, 
Robert M. Ross is the only person or company which benefici- 
ally owns, directly or indirectly, common shares of the 
Company carrying more than 10% of the voting rights attached 
to all equity shares of the Company. Robert M. Ross owns of 
record and beneficially 838,846 shares of the Company which 
constitutes 44.43% of the outstanding shares of the Company. 


ELECTION OF DIRECTORS 


At this Meeting four (4) directors are to be elected, each 
director to hold office until the Annual General Meeting of 
Shareholders of the Company in 1986 or until his successor has 
been elected and qualified. It is intended that votes will be cast 
pursuant to the proxies for the election of the following 
nominees as directors, all of whom are presently directors of 
the Company. Two of the present directors have been direc- 
tors since the incorporation of the Company on March 8, 1972 
and one has been a director since June 18, 1982 and one other 
appointed in 1985. 


Positions 


Name and Address Presently Held 
Robert Morris Ross, Director & 
4511 - 14A Street S.W. President 
Calgary, Alberta 
Harold Lawrence Farney, Director & 
4239 Britannia Drive Vice-President 
Calgary, Alberta 
Robert Collins Ross, Director & 


#131, 2528 - 66 Avenue S.W. Secretary-Treasurer 
Calgary, Alberta 


REMUNERATION OF OFFICERS AND DIRECTORS 


The aggregate remuneration paid to all directors and 
senior officers of the Company, as a group, including the five 
highest paid employees, during the Company’s last completed 
financial year by the Company and its subsidiaries whose 
financial statements are consolidated with those of the Com- 
pany is set forth as follows: 


Estimated Annual Benefits Options to 
Aggregate Remuneration Upon Retirement Purchase Securities 


125,500 NIL NIL 


APPOINTMENT OF AUDITORS 


The Shareholders will be asked to vote for the appoint- 
ment of Miller, McClelland & Co. as Auditors of the Company 
for the fiscal year ending June 30, 1986. 


CLEARPORT PE 


Number of 
Common Shares 

Principal Occupations During Suen 

Preceding Five (5) Years Sept. 30, 1985 
President Clearport Holdings, 1961-85. 838,846 
President, Farney Exploration Ltd., merged with Tele- 90,408 

dyne 1965; President, Quinn-Farney Ltd., 1965-85. 

Geologist and Production Manager, Clearport Petro- 55,600 


leums Ltd., 1982-85. 


OTHER BUSINESS 


Management knows of no other business which is likely 
to be brought before the meeting other than that which is set 
forth in items 1, 2, 3 and 4 of the notice thereof. If however, 
any other business should properly be presented to the meet- 
ing, the persons named in the accompanying form of Proxy will 
vote the Proxy in accordance with their best judgement on 
such matters and the Proxy confers such discretionary 
authority. 


BY ORDER OF THE BOARD OF DIRECTORS 


Robert M. Ross, 
President. 


DATED this 18th day of October, 1985 A.D. 
Calgary, Alberta, Canada 
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ANNUAL REPORT, 1985 


The cover picture is a photograph of a Basal Quartz forma- 
tion production test in the Drumheller area. This gas well 
flowed 2 MMCF per day from the Basal Quartz and 9 MMCF per 
day from the Glauconitic formation. Significant liquid petro- 
leum gas recovery is also expected. Clearport and its partners 
are presently installing production equipment and preparing 
for tie-in to a Petro-Canada Inc. gas market. This well is one 
that we have anxiously been awaiting to put on stream and 
should enhance our cash flow considerably beginning in 
November, 1985. 


Also in the Drumheller area, Clearport has arrived at a 50% 
working interest in one gas well and retains an override in a 
second gas well which is approaching pay-out status. Both of 
these gas wells are contracted to Pan Alberta Ltd. during the 
winter months and a discount market during the summer. 
Clearport forecasts significant increases in revenue from these 
wells compared to the last 12 months. 


Our southern Alberta production had been shut-in on the 
Ist day of May, 1985. However, production will resume to the 
Canadian Montana Gas Co. Ltd. on October 1, 1985 at the full 
Alberta Border Price. 


In terms of exploration, the company presently has an 
opportunity to participate in, or farm-out, its interest in a Cess- 
ford area gas field, where our first well, completed in the Basal 
Colorado, has been a success. At the time of writing a direct 
offset drilling location is being surveyed on company land. In 
Brazeau-West Pembina, Petro-Canada has drilled an immediate 
offset to the south of our acreage and completed same as an oil 
well. Therefore we are in a position to either participate in the 
drilling of our property, or elect to farm-out. In the Drumheller 
area, we have been approached for a farm-out on a section 
where Clearport holds a 50% interest in oil and where we are 
immediately offset by oil production. On this project, we are 
negotiating with partners to either finance drilling or farm-out. 
In total, we have some 14 potential drilling locations directly 
offset by either gas or oil production. Through aggressive gas 


marketing the company is aiming to increase internal financial 
support necessary to carry out a competitive land acquisition 
program and adequate geophysical procedures to satisfactorily 
select the optimum projects for our drilling. 


Our financial Statement reveals that even with recent 
decreases in the price of gas and only half a year’s continuous 
Operation, we were able to escalate production revenue to 
$866,000.00, up some 55% over the previous year. This has 
shown us a 5.5¢ earning per share and a vast change from the 
1983-1984 picture. 


Our working capital position has come from a negative at 
June 30, 1984 of $750,000.00 to a positive position of $9,000.00 
on June 30, 1985. Referring to our engineering evaluation, you 
will note as at August 28, 1985 our future cash flow discounted 
at 15% is some $12,018,000.00 with our present issued capital of 
1,888,103 shares. This relates a value per issued share of $6.37. 


The Company wishes to thank you all for your kind dili- 
gence in bearing with us over the multi-troubled past six years, 
however the future appears bright. The new Federal Govern- 
ment is working to make Canadian gas more competitive in the 
U.S. marketplace. It now appears that with the possibility of a 
continued upsurge in marketing programs, this natural 
resource will do much to assist in revitalizing the energy 
industry and consequently help to further reduce the national 
debt. 


Respectfully submitted, 


ROBERT M. ROSS 
President 
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OIL AND GAS WELLS 


Gross Number Percentage Gross Number Percentage 


ALBERTA of Wells Interest Status of Wells interest Status 
Black Butte .......... 1 95.71 Gas Pakowki Lake North .. 1 25.00 Potential Gas 
1 35.625 Potential gas Pendant d’Oreille .... 1 64.967 Gas 
2 30.00 Gas 1 62.50 Gas 
1 17.8125 Potential gas 1 50.00 Gas 
1 75 Oil 4 25.00 Gas 
BYOOKGi.4. tii se a, 1 Bes Gas 1 25.00 Potential Gas 
1 6 Potential Gas Rosshaven........... 1 50.00 Gas and Oil 
Cessford’... 6.062. «. 1 25.00 Gas 1 50.00 Potential Gas 
COnMeyyncs ss 5S - 1 50.00 Potential gas 
1 35.00 Potential gas U.S.A. 
1 3.00 Gas KanS asi ne cee + aon eons 1 3.125 Gas 
Drumheller .......... 1 50.00 Gas 
1 21.875 Gas A summary of the Company’s gross and net share of 
1 14.95 Gas reserves is shown below as well as future cash flow before | 
1 12.50 Oil federal income tax, undiscounted and discounted at 15 and 20 
ercent. The cash flow estimates below include the Alberta 
BABI IES 22-8 es, : ae ee mall Explorers Tax Credit and PGRT allowance. 
COMPANY SHARE 
REMAINING NET RESERVES FUTURE CASH FLOW 
Crude Oil Natural Gas NG Liquids Undis- Discounted @ 
Gross Net ° Gross Net Gross Net counted 15% 20% 
m? m? E*m? E°m? m? m? M $ M $ $ 
Proved Developed 
Producing Fete hoes tir ey 2 497 2 465 143 058 114 820 2 798 MAW 18,848 6,149 4,901 
Non-Producing .............-. _ — 124 209 99985 8663 6 608 21,662 4,522 3,258 
Proved Undeveloped.............. == aa 20 947 18 060 beet Kes 2,757 534 321 
TOWAL (PROVED cs oc:c 5. ese wei: 2 497 2 465 288 214 232 865 11 461 8 735 43 ,267 11,205 8,480 
Probable Additional ............... a = 25056 22118 ae = 3,495 813 __ 560 
MIOHVA Ros vce nce sc aataseo ene hae 2 497 2 465 313 270 §=254 983 11 461 8 735 46,762 12,018 9,040 


The value of the Company’s undeveloped acreage has been estimated to be $448,080. 


The following table summarizes the working interests in 
petroleum and natural gas rights of the Company: 


ALBERTA GROSS AREA 
Aden (Black Butte Area)......... 1,280 
BigOray, SOUUNE. “ceca les 320 
Black BURG y yon Poiions ks eee aiscter 3,840 
Bonnie Glenn .................. 160 
BrOOKGra heal cattcneh uetaties oie ace ae. 2,560 
Cessford: hier, Se Sea 1,280 
COMME feet erica cs tepcisiaed 1-16 5,120 
Drumheller tick has. Sees 3,520 
Fem Big; Valley. so cee oc cies 800 
ANO™:.::.. erence ena pews 640 
Lait (Black Butte Area) .......... 640 
Leduc-Woodbend .............. 160 
Many benniesivr. 2: sees. gas ee hem 640 
INAIGINIG Nees iste hrs e crcyc oa ani 160 
Pakowki Lake North ............ 1,280 
Pembina Southwest ............ 640 
Pembina West ................- 640 
Pendant d’Oreille .............. 7,040 
Rainbow Waker. «4.05 556..00080 ee 5 160 
Rainbow South. .......+..9..0..: 160 
Rainbow West .............---- 320 


ROSShaVEiin x2 acc cee cutee ene 1,244.4 


NET COMPANY 
ACRES 


206.4 


ALBERTA (Cont’d) 
Swan Hills South ............... 


KANSAS 

Kingman County ............... 
Sedgwick County............... 
Remo: County s..25 23.2 pe tte 
Flarper County sme ces ee our 
Ness:County i.2 2.80 te. 22) gece 


CLEARPORT’S 6.25% 
SHARE IN KANSAS ....... 
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0 
640 320 
320 288 
640 576 
1,120 1,008 


35,324.4 13,820.3 


4,325.43 4,285.43 


11,055.97. 10,840.99 
9,349.98 9,349.98 
7,965.34 7,955.34 
5,042.91 5,042.91 

240.00 240.00 


33,654.20 33,429.22 


2,103.38 2,089.32 


ROLEUMS LTD. 


MANAGEMENT’S STATEMENT ON FINANCIAL REPORTING 


The financial statements, which consolidate the financial results of Clearport Petroleums Ltd. and its subsidiary 
have been prepared in accordance with accounting principles generally accepted in Canada, consistently applied. The 
objectivity and integrity of data in these financial statements, including estimates and judgements relating to matters 
not concluded by year-end, are the responsibility of management as is all other information included in the annual 
report unless otherwise indicated. 


In management's opinion the financial statements have been properly prepared within reasonable limits of 
materiality and within the framework of the accounting policies summarized. In meeting its responsibilities for the 
reliability of the financial statements, management maintains a system of internal accounting controls and administers 
a program of proper business conduct compliance. 


Miller, McClelland & Co., the Company’s independent chartered accountants, have been engaged to render an 
independent professional opinion on the accompanying financial statements. In order to complete their report, which 
is shown on the next page, they develop and maintain an understanding of the Company’s systems and procedures 
and conduct an examination in accordance with generally accepted auditing standards. 


The financial statements were reviewed and approved by the Board of Directors. 


Calgary, Alberta 
August 15, 1985 


CLEARPORT PE 
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AUDITORS’ REPORT 


To the Shareholders of 
Clearport Petroleums Ltd. 


We have examined the consolidated balance sheet of Clearport Petroleums Ltd. at June 30, 1985 and the 
consolidated statements of income, retained earnings and changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. 


In Our opinion, these consolidated financial statements present fairly the consolidated financial position of the 
company as at June 30, 1985 and the consolidated results of its operations and the changes in its financial position for 


the year then ended, in accordance with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year. 


Calgary, Alberta 
August 15, 1985 


MILLER, McCLELLAND & CO. 
Chartered Accountants 
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CLEARPORT PETROLEUMS LTD. 
CONSOLIDATED STATEMENT OF INCOME 
FOR THE YEAR ENDED JUNE 30, 1985 


REVENUE 


ProqguctiOnfanGracdimimstnation:  .4.¢¢....0..08be 26 oes 4ea bus oh ceeds elven oemea oe 
ESSE MOTO MUNOV AlN GS Meta: wa or Ih cre Anion hide were trlieis as oe tuShliralia a be utotgde Mua nets 


Inmtenest ang OUnler . 00s Tee ee cnc oe ee Me ne ee ee RR Se 


EXPENSES 


AXGITUMISUGAT OMe atra ier sei toabes <i tio dia ae 1 ytioarsanicn “ier oicsie en ean amie 
Depletioniup es. sach8 thee ee TAS yc PN th Oe Ie ROE 
DE DieclatO@MeAner ae fs clot ie oes sine) eames mame ame tence Sennentce Mess emcee are” ee 
Interest sam@moankeGhanges” . .. yaeG ete eae ec hon eh hak outage aa ae se dees ote 
HEAGEEANG SUMACCEMUAlS,. .... 3. «csc cerns Me ait oe nsn dy oe welogeue ek ceeeat izes ey ames 
Losston) Sale sot investments: ../ i cra ist ake og torial ee dae Le Std a 
OPE rAU MMe NS BN ay Neri ae gt SELLER BR) oe Breed Pee A, SERS 
Other royalties and taxes ................. EPELISS FN BEAD Phe Retiro: Oats vo, Oe ee 


Income (loss) before income taxes and extraordinary item....................0.. 


INCOME TAXES (Note 10) 


CSU REMET ater ck O08 etn, a 5 Se ere, i PR ee, Pe a 


Income (loss) before extraordinary item............)0. cece eee cece eter cee tene 


EXTRAORDINARY ITEM 


Income tax reduction realized on application of prior year losses ................ 


NET INCOME (LOSS) 


TCLS TITGIE BAN Ris tees ec Oe oh PG as Piece eee ee eT A OI reg PGRN SSB A eA ag hey de 


UEDA, ee a ee ee ee SPAMMERS Noon Sn ff oN - er Wiel NES ER oe nt Oe ee § 


See accompanying notes 


$ 865,964 
(160,989) 
704,975 
5,919 
710,494 


258,752 
55,371 
32,700 
96,505 

9,108 
1,231 
94,771 
_ 56,147 
604,585 


105,909 


17,376 
68,261 
(80,494) 


5,143 
100,766 


2,047 
$103 313 


5.54¢ 


$ 558,457 


(74,823) 

483,634 
4,657 

488,291 


273,219 
41,059 
28,990 
90,705 

6,944 
81,641 
26,035 

548,593 


(60,302) 


(702 
20,529 
(45 424) 
23,193) 


g(2ayie) 
(37,109) 


1,702 


$(35 407) 


(1.97¢) 


CLEARPORT PETROLEUMS LTD. 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS (DEFICIT) 


FOR THE YEAR ENDED JUNE 30, 1985 


algae 
Deficit, beginning of year 
NS [DUA ORUISING TS] OXON UEC es bs Pent cE Den RE aera a $ (72,000) 
PaO aye Aleceel Gli LSU UG eer ties eee. Geet res 4d pevicosis. b.soave oleae doen e Sas SA ange aonee aleve = 
PASE SAU CPEs, 2 3 ce WO Pw Ree aa Sis oa eee eh fae a luce eins Re ace (72,000) 
Newincomen(OSS MOmthe:VCadlien crac: cae deem n cote Hee timate tan Ye lee eee Oe eee ee 103 313 
Retainedkeanminesn GenlGit)MenGsOf YEAR njsc.-0. eed oe ote pace egsin detent ee otnge gees Seolrole 


See accompanying notes 


CLEARPORT PE 


1984 


$ (58,199) 
(21,606) 
(36,593) 

G5 207) 

$ (72,000) 
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CLEARPORT PETROLEUMS LTD. 


(Incorporated Under the Business Corporations Act of Alberta) 


CONSOLIDATED BALANCE SHEET 
AT JUNE 30, 1985 


ASSETS 


CLEARPORT PE 


1985 1984 
CURRENT 
GAG pet ieha oes SU tec ath SA nk id cubes hy tata Se EP oe oan, eRe Ms MPN Cahn comer 2 $ 70,040 $ 1,216 


PNEGHUCCtMtLGHES MINE GOIV AIC -o..ver ca eS copstanas thers edu «+ ace abr, ome UE sacs See ole ok as Gus eres 107 134 


Accounts receivable. .2...2...03006 5.20 Foe. 84 > SRA RT ae deat as eM SS Me ger 110,401 82,993 
AS TAahONallbvstaxeCreGitte:<A.ii- SSas ss o-oo pte bo ateee Memerat Then Se cenit 49 889 24,369 
MBC OVOSIIES SRS ak ce nn era) eee ee ee een ek Ohm Se 1,694 1,591 


232,131 110,303 


PROPERTY, PLANT AND EQUIPMENT 
(NORE SRS) rie wrniaciatee es aise ofl we oS OER. sce Aen AMIS eho: Shines nines Sine 1,604,970 1,639,073 


OTHER, at cost 
TIRES. ClEVOXCT STS nscds Ree MES SbR yk ht, a. a, Senne TN ree Olea 10,000 10,000 


1,759,376 


$1,759,376 


APPROVED BY THE BOARD $1,847,101 


PP Aha Director 


Sh eC ae Director See accompanying notes 


CLEARPORT PE> 
6 
CLEARPORT PETROLEUMS LTD. = 
(Incorporated Under the Business Corporations Act of Alberta) (S 
CONSOLIDATED BALANCE SHEET = 
AT JUNE 30, 1985 an 
I 
LIABILITIES SS) 
1985_ 1984_ ) 
CURRENT 
Bankaimdebtedmess: (Note a)ic cite a ae ode cog he ofc o des kc tes fhe Pew eee: $ a $ 735,000 
ACCOUNNSH OA AD Omen renee rte. ese utel ¢ Wi liens Reece sees ooo Mi Oe aw eI ea 58,704 89,794 
Currentspoertion ot long-term debt (Note 3))........:...-¢2¢. eens enee see +e neset es: 165,104 _ 
223,808 824,794 
LONG IERIMED EBM (INOtG:3) i: 42h a. Riel ws eiesg le oh. ea laet Pout Gas ha ae 511,321 — 
DERERREDFINECO@MEWANES (NOG: 1) incu. Sep oe ew soe late ue cee ee een eRe elute ates 105,890 37 629 


841,019 862,423 
SHAREHOLDERS’ EQUITY 


SHARE CAPITAL (Note 7) 
Authorized 
5,000,000 shares without par value, 


Issued 
1.893, 108 SImaReS%s s8dc dad onlooneucScombele soune oop ge ogy > ammo andmon secre scooped 1,000,433 1,000,433 
Less: 24,700 shares held in Treasury, at cost (1984 — 28,400) ................+-55. 25 ,664 31,480 
974,769 968 ,953 
PET AINTED) IB-NEINIINIGS COEF Cli ascsnucs  lboceooecdocec depen banoaedo aun as enmnoddoo. 31,313 (72,000) 
1,006,082 896,953 
$1 847,101 $1 Loo) 376 


See accompanying notes 
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CLEARPORT PETROLEUMS LTD. 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED JUNE 30, 1985 


1985 
SOURCE OF WORKING CAPITAL 
NEGincomen(OSS MolminewW Calan’ .5. chute 2. th Bt ia ns ee oe ma ee Oe $ 103,313 
Items not representing a change in working capital 
DeprecianionvanGiGeplenONn sui. ..6 s.0s' © 52. Seae hae ah eo ere he Gee aD eee ees « 88,071 
DELS KeCMINC OM CrtaAXGS ea ea cere odes es oo fox bans OR re Sa ewe tit ge rc Pa ede ore 68,261 
IM@OKPOnAtlONnECOStSayiILLEM ON 3 oc oe 6 --+ oo eens Seton open tod Bhs ener» clas enue A oa — 
(Gal slossvomeadisposaltol aSSetS ys. S. s,s gets Mes Saas oh ok anes ork ee oo 1231 
lotalworkinexeapitalsprovided! irom Operations: ay sees sso0 sete es eerie 260,876 
EXD Oral Onpal Ga evelOpmenttcOstsmeCOVened) mnie cmt. eit setae tint tere — 
COVE MMM SmUseantSmen me way fo cle ees esis haere ret soe ata oan het 14,829 
BROCECCU SON GIS Osa Olt ASSOTS . e5.0: 250. sts cienesceatne te tciet 2574 che ae MAREN hese eens 12,000 
Ne MUA CeO rill MERGE WOSIIS js... < chciay.. «serge speutegtcrase, ot ies cot ega.t cha once ee tang yen eee ae — 
Dankeneninancilineumetol Collateral accOUMNtman essere seamen crre sae: 676,425 
964,130 
APPLICATION OF WORKING CAPITAL 
Additions to fixed assets 
FUMES ce ey HAT PACU S ai os eet ZO, Sah ce een ae phen re ice eae so AS). a cach ogee —— 
ExDlonationranddeveloomentcosts. 2 hos wtis-5. 0 shee: Age lair ete 2 ear retro: 13,096 
PNEGIENS IU OMROMICASCS! ..:-ce ons oa sR aee ok > ee A a ee esa Sr eee ake Oro eae |, 22? 
LEAs eRTenital SOfmon- producing PROPeNtes. : "yn. aowe. aso aes ses eee 1G) 3113) 
[EOTUMNOLANSTBU oes en so cag eres ae Oe ee! Ai ON a, netted ese 35,159 
EC UIS TOMKOTCOmpalyvesiareS..< <<. 5 2p. sule ns oe Sees Ae aeMie eine Sacha Ween 7,416 
IMG@reds eriikeunrent pontlionroilong-tenm debt «seamen eran sks. sense eee 165,104 
241,316 
INGREASE (DEEREASE IN WORKING GAPRIMAL, FORME YEAR =. 3.2222 s9550ce- ee wae 722,814 
Monkimes@apitala(eticiemcy), beginning of year 4.4. s1aedeseet. .-- a2 onan e ae aes (714,491) 
WORKING CAPITAL (DEFICIENCY), END! OF YEAR. 279-9 ssaeas-eee ee eee $ 8,323 


See accompanying notes 
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1984 
(35,407) 
70,049 


20,529 
991 


(612) 


55,550 
9,844 


1,200 
12,034 
45,700 
16,603 

4,163 
31,480 


111,180 


(33,942) 


(680,549) 


714,491) 


$(714, 


CLEARPORT PE 


CLEARPORT PETROLEUMS LTD. 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


FOR THE YEAR ENDED JUNE 30, 1985 


1. ACCOUNTING POLICIES 


‘11 swag10¥” 


a) Consolidation — 


The consolidated financial statements include the accounts of the company and its wholly-owned subsidiary, 
Clearport Petroleums Inc. 


b 


— 


Property, Plant and Equipment — 


The company follows the full cost method of accounting for petroleum and natural gas operations, whereby all 
costs of exploration for and development of petroleum and natural gas reserves are capitalized. Such costs 
include lease acquisition costs, geological and geophysical expenses, lease rentals on non-producing proper- 
ties, cost of drilling both productive and non-productive wells and all technical and administrative overheads 
directly related to exploration and development activities. Costs are accumulated on a country by country 
basis and are amortized by the unit of production method based upon estimated proven developed and 
undeveloped reserves in each country as determined by the company and substantiated periodically by 
independent engineers. 


(2) 


Depreciation — 


All equipment, furniture and fixtures are recorded at cost and depreciation is provided using the straight-line 
method, at the rates set out in Note 2. 


d) Deferred Income Taxes — 


The company records income taxes on the tax allocation basis. Deferred income taxes result primarily from 
claiming capital cost and other allowances in excess of depreciation and depletion recorded in the accounts. 


— 


e 


~— 


Foreign currency translation — 
The company records foreign currency transactions on the basis of the actual rates of exchange in effect at the 
time of transactions. 


<ROLEUMS LTD. 


$2,259,287 $ 654,317 $1,604,970 $1,639,073 


C1) 
oO. 
a 2. PROPERTY, PLANT AND EQUIPMENT 
aa ; E Depreciation ite Net Book Value 

ate ost and Depletion 1984 
= Petroleum & Natural Gas Leases ......... Note 1(b) $ 1,944,919 $ 500,628 $1,444,291 $ 1,466,025 
oA Petroleum & Natural Gas equipment ...... 10.00% 300.443 142,245 158,198 169,174 
es Furniture & Fixtures .........-..ce0seeeeee. 10.00% 13,925 11,444 2,481 3,874 
— 
CO 


3. LONG-TERM DEBT 


Toronto Dominion Bank demand loan, carrying interest at prime plus 1......................... $1,005,000 
ess: aGashucollatenalvaceOUiitericc.s 36 sels «de nek, ey eka etek io ee A ete cs ha ci tiewha Gils it, uhve ects (58,575) 
TRAIT Aepe Rt NAG INOS Giclees tech Sesssc. ace co Ee Mt ee ee eles Ta ee a eR ace RS aE BO ELM cee sg Shes (238,000) 
loansomGleahpontIloldings (tcl ae Ao eee use we Yo ena cart ney gh kta so yams antes, 0,49 ays (32,000) 
676,425 

tess: “portion included undericurremt liabilities: -.t a) en Vs ese. eek oe et ples Ses Soe lee (165,104) 
ll pov 


As a result of revised financing arrangements with the bank, the original demand loan of $735,000 has been 
consolidated with the loans of Clearport Holdings Ltd. and Mr. Robert M. Ross. The projected repayment 
schedule of the full loan is as follows: 


December 31), 19650. 228 ee ees owas oie $ 228,000 
December 31), W86es Ls. ss hee. te occa § 175,000 
December 31, 1987 <h.2 bn poh i as. 135,000 
December 31) 1988 426 oe to ea te ets ece ahebo 124,000 
December 31, 1989 and future years ...... 343,000 

$1,005 ,000 


The loan is secured by — 
— A general assignment of book debts. 
— An assignment of the proceeds of oil and gas contracts. 


— Unlimited personal guarantee of Mr. R. M. Ross — a director and major shareholder including specific 
personal assets of the director. 


CLEARPORT PE> 

O 

DIRECTORS AND OFFICERS ee 

As at June 30, 1985 the company had three directors and three officers, all of the officers also being directors of the & 

company. = 

The remuneration of the officers amounted to $125,500 for the year ended June 30, 1985. N 
= 
ae 

RELATED PARTY TRANSACTIONS S 

Related party interests held in properties owned by the Company are as follows: 

CLEARPORT 
PROPERTY HOLDINGS LTD. R. M. ROSS 

Producing Wells 

OOPORIEGENVAUM er us oor ws sees ct ee cee ence 50% — 

10-301-ONW4GHE oc eter aoe), Pe Se oa S28 — 10% to payout, 

reverting to 5% 
SW 2°44215-5029-W5th 322 foe ot PE ae, Das 2.25% — 
it SO EO VA theNrdcs. S52, «vy estunee oe & age Thee SS -- 5% 


In addition, the Company leases furniture from Clearport Holdings Ltd. 
At June 30, 1985, $21,982 included in accounts receivable was due from related parties. 
Clearport Holdings Ltd. is a company wholly-owned by Mr. Robert M. Ross. 


EXPLORATION COMMITMENTS 


Under an agreement dated April 30, 1981 the Company is committed to expend $250,000 (U.S.), plus 7% admini- 
strative fees in a Kansas Joint Venture. To June 30, 1985, $188,780 (Canadian), had been expended. It is the 
intention of the company not to make any further expenditures on the Kansas Joint Venture. 


SHARE CAPITAL 
a) Stock Option — 
Under an agreement dated December 18, 1981, R. M. Ross was granted an option to purchase additional shares 
of the Company as follows: 
50,000 shares at $1.50 per share. 
50,000 shares at $1.75 per share. 
100,000 shares at $2.00 per share. 


This option agreement has been approved by the Alberta Stock Exchange and expires October 30, 1986. To 
date, no part of the option has been exercised. 
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SHARE CAPITAL (continued) 
Under an agreement dated July 8, 1985, Mr. R. C. Ross was granted an option to purchase additional shares of 


the company as follows: 

50,000 shares at $1.00 per share. 

50,000 shares at $1.50 per share. 
This option agreement has been approved by the Alberta Stock Exchange and expires on July 2, 1990. To date 
no portion of this option has been exercised. 


b) Shares in Treasury — 
During the year, the company acquired an additional 8,300 shares and disposed of 12,000 shares. 


CONTINGENY 

These financial statements have been prepared on the basis of a going concern. The company is dependent on its 
ability to sell oil and gas products and in the event that these sales are not forthcoming, the realization of its assets 
would be dependent on the market conditions at that time. 


COMPARATIVE FIGURES 
Certain of prior years’ comparative figures have been reclassified to conform with current year’s presentation. 


INCOME TAXES 
a) At June 30, 1985, the company had accumulated $2,975 in business investment tax credits which are available to 
reduce Canadian federal income taxes in future years until: 


N9GO a bi gerae oS oe WY 
NOOR aes oats 213 
NOS D eee hers ce ahead 1,985 
$2,975 
b) The company’s income tax provision d follows: 

) pany provision (recovery) is made up as follow ae ie A 
Expected@incomestaxes. payable (necoveny)eeremar etre eek een eee Speen eaeey renee $49,777 $(28,342) 
Add (deduct) income taxes attributable to: 

a)mexpenses disallowed tor tax punpOsest.e4.4- sau a) oe oe es 37,818 35,390 
D)wAlbentasRovality, Tax Credits... 5 sis fe .. ated eee hee ea ca ee os (80,494) (45 424) 
CAO UING ieee incest tiie aks gee nt, aap eM ean OMe ete ok ER, Pout eee ea (4,817) 14,993 
d)tllosses'notrecognized for tax purposesmmecacy* & 170). 2. pee eee ee 2,859 190 
IMGOMERAXG (NECOVER)S sae tue 3 eras eee eee eee aa wash cueeene ceree $ 5,143 $(23,193) 


SUBSEQUENT EVENTS 

Subject to a proposed prospectus, a Limited Partnership will be formed to acquire an equity interest in Clearport 
Petroleums Ltd. Since the prospectus is in a preliminary stage, the final terms and conditions of the prospectus are 
unknown at this date. 
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